
BEFORE

THE PUBLIC SERVICE CONNISSION OF

SOUTH CAROLINA

DOCKET NO. 92-015-W — ORDER NO. 92-642

AUGUST. 10, 1992

IN RE: Application of Wild Dunes Ut. ilities, Inc.
for a Certifi, cate of Public Convenience
a Necessity to Construct a Fluori. de
Removal System and for a change in the
Regulation of the Company's Operations
from an Operating Nargin Basis to a Rate
of Return on Rate Base Nethodology.

) ORDER
) DENYING
) CERTIFICATE
)

)
)

)

This matter comes befor. e the Publi. c Service Commission of

South Carolina (the Commission) by way of an amended Application

filed on behalf of Wild Dunes Utilities, Inc. (the Company or WDU)

fi. led April 7, 1992. The amended Application seeks a Certificate

of Publi. c Convenience and Necessi. ty to construct a fluoride

removal system that will serve the Company's customers in the Wild

Dunes development on the Isle of Pal. ms, Charleston County, South

Car. olina. The amended Application seeks a change in the

Commission's regulation of the Company's operati. ons from an

operating margin basis to a rate of return on rate base

methodology. The amended Application sought such a change to

apply in future rate adjustment proceedings filed by the Company.

No increase in rates and charges were requested in this filing.
The amended Application, according to the Company, was filed

pursuant, to R. 103-704 of the Commission's Regulations pertaining

to Water. Utilities (Vol. 26, S.C. Code of Laws, 1976), as amended.
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The matter was duly noticed to the public and Petitions to

Intervene were fi. led on behalf of the South Carolina Department of

Consumer Affai. r's (the Consumer Advocate) and the Commi. ssioners of

Public Works, for the Isle of Palms (CPW).

A public hearing was scheduled to commence in the

Commission's Hearing Room beginning at 10:30 a. m. , Wednesday, July

8, 1992. The hearing was duly held as scheduled, the Honorable

Henry G. Yonce, pr.'esiding. John F. Beach, Esquire, represented

WDU; Carl F. NcIntosh, Esquire, represented the Consumer Advocate;

Lucas C. Padgett, Jr. , Esquir. e, repr. esented CPW; and Narsha A.

Nard, General Counsel, represented the Commi. ssion Staff.
NDU presented the direct testimony of Steven T. Kennedy,

Director, Corporate Operati, ons, Utiliti. es, Inc. , the parent

company of Nild Dunes Utilities, Inc. ; John C. Kiernan, Eastern

Area Nanager for the Water Systems Division of Ionics, Inc. ; and

Linwood E. Stroud, Chief Executive Officer of Stroud Engineering,

P.A. The Company also presented Steven T. Kennedy as a rebuttal

witness. The Commissioners of Public Nor, ks of the City of Isle of

Palms presented the testimony of John Stanley, Chairman of the

CPN. Additi. onally, the Honorable Carman R. Bunch, Nayor of the

City of Isle of Palms made a statement, and Charles C. Yawn and

Reuben C. Ott, customers of the Company, made stat. ements for the

record.

The Commission has considered carefully the request of the

Company, as well. as the testimony of the Intervenors, and the

statements made by the public witnesses. The Commission has also
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closely scrutini. zed the amended Appli. cation filed by the Company,

and the relief requested therei. n. According to the amended

Application, the Company seeks:

A Certificate of Public Convenience and Necessity
pursuant t.o R. 103-704 of the Commissi, on's
Regulati, ons per. taining to water utiliti. es to
construct the proposed fluoride removal system;

2. A finding that. the publ. ic convenience
necessity requires the const. ruction of
fluoride removal system as proposed in
application of WDU;

and
the
the

3. A finding that construction of the proposed
fluoride removal syst. em is necessary and prudent;

A finding that all costs associated with
construction and operation of the fluoride removal
system should be borne by the Wild Dunes'
customers and should be assigned to the customers'
rate base;

To allow WDU to continue to capitalize the
construction financing costs incurred in the
project fr:om the date costs are incurred through
the date of any future rat. e adjustment
proceedings; and

6. A finding that in future rate proceedings, WDU

will be regulated utilizing the rate base
methodology, rather than the operating margin
methodology.

The Commi. ssion has considered R. 103-704 of its Regulations

pertaining to water utilities and finds t.hat a Cer. tificate of

Public Conveni. ence and Necessi. ty is not required in this instance.

Therefore, it is not necessary for the Commission to rule on

whether the public convenience and necessity requires the building

of the facility. Further, upon a finding by the Commission that a

Certificate of Public Convenience and Necessity is not required, it
is not necessary for the Commission to reach the other. issues put
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before the Commission in WDU's amended Application.

The Commission will not reach the issues of whether the

construction of the proposed fluoride removal system i. s necessary

and prudent until and unless WDU comes before the Commission

seeking rate relief related to the installation of the system;

whether. all costs associated with the const. ruction and operation of

the fluori. de removal system should be borne by the customers of

Wild Dunes and should be assigned to the customers' rate base;

whether to allow WDU to continue to capitali, ze the construction

financing costs incurred in the project from the date costs are

incurred through the date of any future rate adjustment

proceedings; or whether in futur. e rate proceedings, WDU will be

regulated utilizing the rate base methodology, rather than the

operating margin methodology. These issues will all be

appropriately considered if raised by the Company if it files for

rate relief associated with the const. ruction and building of the

fluoride removal system. Until then, it: would be premature for the

Commission to imply in any manner that it is predisposed to rule in

favor or against. the Company on any of the issues that presented.

Therefore, the Commission herein deni. es the amended

Appli. cation of Wild Dunes Utilities, Inc. for. a Certificate of

Public Conveni. ence and Necessity to construct a fluoride removal
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system and will determine any pertinent issues raised herein at a

time when it is more appropriate, such as i. n the context of a

ratemaking proceeding.

IT IS SO ORDERED.

BY ORDER OF THE CONNISSION:

Cha.lrman

ATTEST

Executive Director

(SEAI. )
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